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Dear Sir or Madam:

We bave considered your application Form 1023, reguest forx

recognition of exemption from Federal iucome tax as an

organization deseribed ia Section 501(c)(3) of the Internal
Revenue Code.

You were incorporsted NG :ndor the zeneral lawae
of the State of . 5Briefly stated, the specific
purpose for which you were formed, accoxding to your articles,

was to receive and administer funds for the welfare and
benefit of

Your income 1s derived from contributioms from the gzeneral
public. Your expenditures will be for the payment of medical

expenses incurred for the care and rehabilitatin of N

Section 501(c)(3) of the Code provides for the exesption froa
Federal income tax for orgznizations organized and operated
exclusively for charitable, educational, religious, or

scientific purposes., no part of the mnet earnings of which

icures to the benefit of any private shareholder or
individual.

Section 1,501(e)(3)~1(2)(l) of the Income Tax Regulations
states that in order for an organization to be exempt under
Section 501(c)(3) of the Code it must be organized aund

operated exclusively for omne or more purposes apecified in
such Section,

Section 1.,501(c)(3)~1(c)(1) of the Regulations states that an
organization ias operated exclusively for the purposes set onut
in Sectin 501(c)(3) of the Code only if subatantially all of
its activities are in furtherance of these purposes.
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Section 1.501(c¥(3)-1(a82(1){(ii) of the Regulations sretms that
ap organizatiou is not orxganized or operated for any purpose

under Section 501(c){(3) unless it serves s public rather than
a private interest.

Thus tn meet the requirements of this subparasgraph, it Zs
necessary for an organization to establish that it is aot
organized or operated for the benefit of private interests
such as designated individuals, the creator or his family,
shareholders of the organization, or paersons controlled,
directly or indirectly, by zuch private interests. XNorsover,
even though an organization may have axenpt purposes, it will
not be considered as operating exclusively for such purposes

1f more than an insubstantial part of its activities serve a
private intevaest.

The dats vou have submitted and ag saet forth above esrablishes
that yon asre operated for the sole purpose of paying the
mecdical expenses of » Thus you are =not
operated for a public interest as required by Incorme Tax
Regulation 1.501(e)(3)-1(d)(1)(ii). Since NI
direcrly or indirectly receives the net iancome from your
activities it is concluded that income from your orzaanization
iz inuxring to the benefit of a private individuyal vhich ig
prohibited by Section 501(e¢){(31) of the Caoade. It is therefore
concluded you do not qualify as an organizastion described in
Section 501(c)(3) of the Internal Revenue Code.

It has also been determined that you do not qualify for tax

exerpt status under 2oy other Section of the Internzl Revenue
dee .

You are required to file Federsl income tax retutms guo the
form and for the years shown in the heading ©f this lerter.
File these returns with your key District Director for exempt
organization matters withia 60 days from the date of tkis
ierter, unless a request for an extension of time is granted.
We will not delay processing of income taxz returns and
assesgment of any taxes due because of your bringing seit for
declaratory judgment under Code Section 7428. File returns
for later tax years with the appropriate service ceanter
indicated in the instructions for those returns.




If you do not accept our findings, we recowmmend that you
request a conference with a member of our Regional pgffice of
Appeals. Yaur zequest for a confereace should imeligde &
writtan appeal giving the facts, law, and any other
information to support youxr poslizion as explained im the
encloaad Publication 892, You will then be contacted to
arrenge a date for a cenfereace. The confarence may be held
at the Regional 0ffice, or if you raquest, at avcy =mutuazlly
convenient District affice. If we do not hear frea you within
30 days of the date of this letter, this determiwsation will
bacome final and a2 copy of this letter will be sznr te the

appropriate state officials in accordance with Section &104(e)
of the Interaal Revenue Code.

Tf wou do no: prorast this propoged determination ia & timely

nanner, it will be considered by the Internal Revenuz Service
as & failure to exhaust available administrative remed Ies.
Section 7423(b){(2} of the Intermal Revenue Code prowides in
part that, "A declaratory judgment or decree under thias
Section shall nmot be issuzd in any proceeding unless the
Court, the Court of Claiwms, or the distric~ court of che
United Statas for the District of Colunbia detezmiaes thaz the
orzaniztion involved has exhausted administrative renedies
availeble to it withia the Taternal Revenue Sexvice."
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Sincexrely yours,
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Enclosure: Publicatioan 892 NDistrict D




